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KEY ECONOMIC INDICATORS 
(as of September 28, 1976) 
Millions of guilders, unless otherwise stated. Average annual exchange rates: 1975, 
$1 = Hfl. 2.53; 1976, $1 = Hfl. 2.60 


INCOME, PRODUCTION, EMPLOYMENT 1975 1976 1977 % Change 
GNP at current prices 204,270 230,550E 256,100E 11 5 
GNP at constant 1975 prices 204,270 211,350E 220,860E 
Per capita GNP, current prices(guilders) 14,961 16,744E 18,557E 
Plant & equipment investment 25,230 25,200E 29,100E 
Indices: 1970 = 100 

Industrial Production 115 117 Jan-July 

Avg. Labor Productivity (Ind.) 129 143 Jan-Mar 

Avg. Industrial Wage (1972 = 100) _L51 163 Jan-May 
Disposable Personal Income 128,910 150,330E 
Employment (000's). (Dec) 4,881 4,890 
Avg. Unemployment Rate (%) 5.4 5.8 Aug 
Housing starts (units) 111,385 61,517 Jan-July 
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MONEY AND PRICES 
Money Supply (Dec) 47,193 54,157 May 
Public Debt (Internal) (Dec); 34,765 37,302 Jan-Apr 
(External) (Dec) i272 12.2 Jan-June 
Interest, Central Bank discount 4.5 7.0 Aug 
Domestic credit outstanding (Dec) 59,726 64,334 May 
Indices: 
Retail sales (value) : 1970 = 100 169 160 Jan-Feb 
Avg. wholesale prices: 1970 = 100 
(excl. VAT) 160 171 Jan-Apr 
Avg. consumer prices: 1969 = 100 156.7 168.2 Jan-Aug 


BALANCE OF PAYMENTS AND TRADE 

Gold & For. Exch. Reserves (Dec) 27,093 28,760 May 

Balance of Payments, current 
Account, transactions 44.1 +5.5E +6. E 

Balance of Trade -131 -120 Jan-July 

Total exports, FOB (excl. Belg.-Lux.) 76,375 50,721 Jan-July +16. 
Exports to U.S. 2,440 1,606 Jan-July +25. 

Total imports, CIF (excl. Belg.-Lux) 76,506 50,841 Jan-July +16. 
Imports from U.S. 8,777* 5,378 Jan-July + 8. 


Main imports from U.S. Jan-May 1976: oil seeds, nuts and pits 930,153 MI/Hf1l. 490.1; 
com L 70. 206 MI7HE1. 436.6; animal feed except grains 690,951 MI/Hf1. 239.7; organic 
chemical products 204 , 212 MT/HE1. 232.5; other machinery except electrical parts Hfl. 
212.0; coal 925,412 MI/HE1. iZ2.7. 

Note: Third colum contains available 1977 figures. (E = estimate for the year.) Per- 
centages in fourth colum compare (1) 1977 figure with corresponding 1976 period, or 
(2) 1976 with 1975 if no 1977 figure is available. 

Sources: Central Bureau of Statistics, Central Planning Bureay Netherlands Bank. 
Dutch import figures do not include foreign goods placed in bond for forwarding to 
other countries, often after reprocessing and repackaging. U.S. export figures do.) 





SUMMARY 


With the end of the recession one year ago there were 
hopes that the real GNP of the Netherlands would grow 

by 4.5 percent in 1976, unemnloyment would drop and in- 
flation moderate. Instead the economic upturn has slowed 
and unemployment and inflation still bedevil the economy. 
Nevertheless, real GNP is expected to grow about 3.5 per- 
cent this year and four percent next vear. The govern- 
ment's budget for 1977 aims to improve the business 
climate. With parliamentary elections scheduled in 

May 1977, the budget and controversial legislation on 
excess profits sharing and works councils will be de- 
bated fully, and there is at least the possibility of 
change in long-term economic direction. The already 
good outlook for U.S. exports to the Netherlands is ex- 
pected to improve despite the hesitant Dutch economic 
recovery. U.S. agricultural exports in 1976 continued 
their upward trend of recent years. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Weak Recovery - The Dutch economy is no longer in 

a recession as it was last year when real gross national 
product fell two percent, but it is still weak compared 
both to its past performance and to expectations for 1976. 
The Central Planning Bureau forecast in September 1975 
that there would be real growth of GNP of about 3.5 per- 
cent this year. The rebound of the economy during the 
final quarter of 1975 and the first months of 1976 led 
the Bureau to raise its estimate to 4.5 percent, but the 
economic upturn slowed toward summer. Industrial pro- 
duction and private consumption have stagnated. The im- 
provement of industrial production during the first and 
second quarters was offset by a drop in the index in 

June, July and August. The government's investment stim- 
ulating programs had even more disappointing results: dur- 
ing the first quarter of 1976 the volume of corporate in- 
vestments declined 8.6 percent from the same period of 
1975 and 15.7 percent from the first quarter of 1974. 
According to the Central Bank, depressed industry 





profits in 1975 left companies without any desire to invest 
in the short term. Increased labor costs also discouraged 

investors. With investments down and domestic consumption 

growing sluggishly, exports are the only major demand sec- 

tor that is expanding. 


Unemployment and Inflation, but Real Growth of GNP - The 
government's major policy target continues to be unemploy- 
ment. It had been hoped that the fiscal measures under- 
taken since March 1974 would reduce unemployment from the 
postwar high recorded in 1975. In spite of the 14 billion 
guilder package of cuts in taxes and social security con- 
tributions and increases in expenditures, the labor-oriented 
government had to watch unemployment actually rise from 
5.3 percent in January to 5.8 percent in August, and the 
number of long-term unemployed grow to over two percent 

of the workforce. 


The government's second concern is inflation. Prices had 
already risen 7.75 percent in the first three quarters, 
threatening to exceed the government's original estimate of 
between 7.5 and eight percent for the year. In its latest 
estimate, the Central Planning Bureau revised its projec- 
tion to between nine and 9.5 percent. The economics Min- 
istry says the increase was caused by food, rents and govern- 
ment services. Another factor was the jump in the rate 

of the value added tax October 1 from 16 to 18 percent. To 
help limit inflation next year to’ seven percent, Economics 
Minister Lubbers has postponed the increase in the price of 
natural gas for household use from January until April or 
May and of telephone charges from January until July. Con- 
siderable effort is also being made to moderate wage demands. 


The figures on unemployment and inflation should not obscure 
the fact that real GNP is expected to grow between three 

and 3.5 percent in 1976. Although domestic demand may rise 
no more than 2.5 percent and business investments drop eight 
percent, an increase of 11 percent is expected in export 
volume. Since industrial output for the year should rise 
without industry being able to absorb the large number of 
unemployed, labor productivity should go up by 4.5 percent. 


For 1977 the Central Planning Bureau estimates real GNP 
growth of over four percent, based on increases of eight 
percent in industrial investment and export demand and 
three percent in private domestic consumption. A rise in 





industrial production of 4.5 percent would lead to a drop 
in unemployment from‘230,000 to 215,000. Based on wage 
cost increases of between eight and 8.5 percent, the 
Bureau anticipates that inflation will be limited to 6.5 
percent. 


The Budget for 1977 - The government's budget for next year 
attempts to create jobs by offering business a better in- 
vestment climate. There is widespread recognition that 

most unemployment now is not the result of the downturn 

in the business cycle. Some is regional and some is attri- 
butable to the historic fact that the postwar housing short- 
age pretty well ended in 1974. A larger part, however, re- 
sults from the effort by industry to reduce the labor com- 
ponent of production costs by concentrating investment on 
labor-saving machinery. Industry's profits have declined 
sharply in recent years as real labor costs increased, pro- 
ductivity declined and government took larger shares of 

GNP. 


Faced with these facts, the government in its new budget 
cut back on original plans for its own expenditures by 
limiting the growth of the collective sector to an addi- 
tional one percent of GNP. Recognizing that the main 
cause of unemployment is a lack of investment, the govern- 
ment tried to restore business confidence by providing 
direct subsidies for investment while seeking moderation 
in union wage demands. The government announced that it 
will establish a "Selective Investment Fund" effective 
April 1, 1977 to provide 15 billion guilders for stimulat- 
ing investments over the next five years. To qualify, 
business would have to show that the investments would, 
among other things, be labor intensive, be "socially de- 
sirable" and not damage the environment unacceptably. In 
the area of wage demands, the government proposed to im- 
prove the lot of lower paid workers rather than all wage- 
earners across the board. The reception by the unions 
has been mixed. The wage round being negotiated between 
the unions and management with government looking over 
their shoulder is the key to whether inflation can be 
restrained and profits restored. . 


Elections Next Year - With parliamentary elections scheduled 
for May 25, 1977, debate on this year's budget has been more 
spirited than usual. Not only the opposition Liberals (who 
are conservative except in name) but also the Christian 
Democratic parties which participate in the government have 
attacked the government's proposals. Both the Liberals and 
Catholic People's Party (a coalition partner) called the 

one percent restraint on collective sector growth inadequate. 





While the Catholics sought a reduction to 0.7 percent they 
kept to the government policy of concentrating effort on 
reducing unemployment and inflation by limiting increases 
in expected real personal incomes. The Liberals went fur- 
ther and prepared a budget offering a distinct alternative 
based on more classical tax incentives and increasing real 
personal income as the basis for economic recovery while 
holding the collective sector to its present level. 


Although the debate is unlikely to alter the basic one per- 
cent formula for next year's budget, the political maneuver- 
ings before the election may lead to amendments by parlia- 
ment to two controversial bills. One is the draft Excess 
Profits Sharing Act, under which companies liable to taxa- 
tion in the Netherlands would have to pay 10 percent of any 
excess profit earned in 1975 into a national fund to be ad- 
ministered by the trade unions. The percentage would rise 
to 12 for 1976 and by two points each year thereafter reach- 
ing a ceiling of 18 in 1979. Excess profit is defined in 
the bill as that portion of a company's earnings which ex- 
ceeds a reasonable rate of return (tentatively defined as 
the government's long-term borrowing rate plus a two percent 
risk premium). Adverse business reaction has caused the 
government to hesitate, and the trade unions have indicated 
willingness to consider some compromise on the issue of 
their control of the fund. The other only somewhat less 
controversial bill before parliament seeks to amend the 
Works Councils Act of 1971 by no longer allowing a company's 
managing director to be a member of the works council. The 
body would be made up instead only of workers' elected re- 
presentatives and be authorized to make recommendations to 
management. As a compromise the bill provides for consulta- 
tive meetings between the works council and management at 
least six times per year. In an explanatory note, the govern- 
ment rejected the view that the councils should be exclu- 
sively advisory bodies, contending that expansion of workers' 
participation is possible and desirable. It is not certain 
that either bill will be adopted and put into effect before the 
elections. 


The Netherlands' Basic Strengths - Despite the introduction 

of the bills on excess profits sharing and works councils, 

the Netherlands still rates high among international bus- 
inessmen because of its location at the hub of Europe's trans- 
portation network as well as the Netherlands' historic role 

as a trading nation (exports are almost 40 percent of GNP). 
The Netherlands also enjoys an absence of social unrest and 
one of the lowest rates of work lost to strikes of any country 
in the OECD (although this is partially balanced by the high 
rate of absenteeism for sickness approaching nine percent of 
the work force in 1976). Finally, the revaluation of the German 
mark on October 18 should give a fillip to Dutch exports to 
Germany, the country's major trading partner. 





IMPLICATIONS FOR THE U.S. 


Exports - The already good outlook for U.S. exports to the Netherlands, 
our sixth largest customer, is expected to improve despite the hesitant 
Dutch economic recovery. In 1975 U.S. exports to the Netherlands 
totalled $4.2 billion and during the first half of 1976 they amounted 
to nearly $2.2 billion, a five percent increase over the same 1975 
period. Non-agricul tural exports increased 12.7 percent to $1.7 bil- 
lion. As the Dutch economic recovery progresses, U.S. exports should 
continue to expand. 


Among industrial goods, machinery and transportation equipment performed 
best in 1975, increasing 27 percent. Best prospects for the remainder 
of 1976 and 1977 are offshore oil and gas drilling equipment, construc- 
tion and mining equipment, heating and cooling machinery, industrial 
security equipment, mechanical handling equipment, food processing and 
packaging machinery, pulp and paper processing machinery, electro- 
medical instruments, electric measuring and controlling instruments, 
printing and graphic arts équipment,and automotive garage and service 
equipment. The chemical and electro-technical industries are expected 
to expand more rapidly than the economy as a whole until 1980, with 
annual growth rates of 6.5 and 5.8 percent, respectively, widening 
opportunities for U.S. exporters of chemical processing equipment, 
pumps, valves, compressors, pollution control instrumentation and equip- 
ment, laboratory instruments, electronic production and test equipment, 
and electronic components. 


Because of high labor costs, the Dutch government expects business to 
concentrate investment on labor-saving equipment ‘and systems. This 
could favor American industrial exports embodying high technology, 
such as computers artlperipheral equipment, electronic calculators, 
accounting devices and banking equipment, inventory and cash flow con- 
trol systems, and advanced production machinery for the metal and food 
processing and packaging industries. 


As the average Dutchman has become more receptive to U.S. styles and 
tastes and aware of the quality and reasonable prices of U.S. products, 
there has been rapid sales growth of such U.S. consumer goods as apparel, 
cosmetics and toilet articles, kitchenware, consumer durables, furni- 
ture, do-it-youself articles, decorator items, consumer electronics 

and optics, cameras and photographic equipment, and sports and leisure- 
time products. Vending and slot machines are also selling well. 


With U.S. prices competitive, the American exporter interested in di- 
versifying his market and increasing profits will find opportunities 
in the Netherlands, a nation of international traders. He should bear 
in mind, however, that the Dutch importer expects the same service, 
support, prompt attention to inquiries and access to supply aS resident 
U.S. customers. 





Investment - At the end of 1975 the book value of American investment 
in the Netherlands was about $3,386 million, whereas Dutch investment 
in the U.S. stood at $3,650 million. More than half the U.S. invest- 
ment is in the petroleum and chemical industries. It is likely that 
some prospective foreign investors will have a more cautious attitude 
toward the Netherlands until parliament acts on excess profits shar- 

ing and the amendments of the Works Councils Act of 1971. On the posi- 
tive side, the levies under the Selective Investment Regulations of 1973, 
which discouraged investment in the populous westem region of the 
Netherlands were suspended in June 1976, but other provisions of the 
law remain in effect. 


icultural Trade and Trends - U.S. agricultural exports continued 
their upward trend of recent years. For the first 11 months of the 
fiscal year ending September 30, 1976, the value of exports, unadjusted 
for transshipments, reached a record $1. 6 billion, four percent higher 
than for the corresponding period in 1975. This improvement assumes 
added significance in view of generally lower prices for the major com- 
ponents (feed grains, soybeans, wheat) of U.S. agricultural exports 
to the Netherlands and the marked shifts in the pattern of consumption 
which were caused primarily by economic pressures and partly by the 
drought . Feed grains exports, especially corn, declined by four per- 
cent in volume and 16 percent in value to 3.67 million metric tons 
($435.0 million) in 1976. The value of prepared feeds and fodder, on 
the other hand, jumped from $83.3 million in 1975 to over $114.4 million 
in 1976. Soybean exports, which have averaged over 35 percent of total 
U.S. agricultural exports in the past four years, surged 67 percent in 
volume and 26 percent in value to 125 million bushels ($674 million) 
in 1976, making the Netherlands for the first time the top market for 
U.S. soybeans in the world. Other gains were registered in fresh and 
camned fruits, fruit juices, dried nuts and even mre significantly in 
vegetables and vegetable preparations. Declines were noted in oilseed 
cakes and meal, cotton, dairy products, live animals and furskins. 


The forecast for U.S. agricultural exports during the balance of 1976 
and early 1977 indicates overall volume should expand in feed grains, 
soybeans, potatoes, fresh and chilled vegetables, fresh citrus and 
other fruits including products. Exports of other agricultural pro- 
ducts will continue at the present or somewhat lower levels. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
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